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OATH OR AFFIRMATION

I, __Michael J. Marek swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Duff & Phelps Securities, LLC 25 of
December 31 , 2002 | are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

No Exceptions

....... .
“OFFICIAL SEAL” m/
Elaine Rund —_ 2 :
Notary Public, State of Iilinois Signarure
My Commission Expires Oct. 28, 2006
CFrQ & EVP
Tie

7

otary Public

l_/é/‘/x/

This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).
_(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.
‘(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
"~ Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00O 0O A‘DDD[S:D'[S:[S:[B:[B[B:

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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One Financial Plaza
Hartford, CT 06103-2608

Independent Auditors’ Report

The Member of
Duff & Phelps Securities, LLC:

We have audited the accompanying statement of financial condition of Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC) as of December 31, 2002 and the related statements of
income, changes in member’s equity, and cash flows for the year then ended. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Duff & Phelps Securities, LL.C as of December 31, 2002, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information contained in schedules 1, 2, and 3 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 of the Securities and Exchange Commission. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

KPMe LLP

January 24, 2003

...l KPMG LLP KPMG LLP a US. limited liability partnership, is
a member of KPMG International, a Swiss association.



DUFF & PHELPS SECURITIES, LLC
Statement of Financial Condition

December 31, 2002

Assets
Cash

Member’s Equity
Member’s equity (note 4)

See accompanying notes to financial statements.

25,000

25,000

25,000

25,000




DUFF & PHELPS SECURITIES, LLC
Statement of Income

Year ended December 31, 2002

Private placement fees

Expenses:
Allocated expenses from parent company (note 3)

Net income

See accompanying notes to financial statements.




DUFF & PHELPS SECURITIES, LLC
Statement of Changes in Member’s Equity
Year ended December 31, 2002

Member’s Undistributed
investment earnings Total
Balance, as of December 31, 2001 $ 25,000 — 25,000
Net income — — —
Distribution to member — — —
Balance, as of December 31, 2002 $ 25,000 — 25,000

See accompanying notes to financial statements.



DUFF & PHELPS SECURITIES, LLC
Statement of Cash Flows
Year ended December 31, 2002

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities
Net increase (decrease) in cash
Cash, beginning of year
Cash, end of year

See accompanying notes to financial statements.
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25,000

25,000
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DUFF & PHELPS SECURITIES, LLC
Notes to Financial Statements

December 31, 2002

Nature of Business and Ownership

Duff & Phelps Securities, LLC (the “Company”) is a Delaware company formed on June 24, 1997. The
Company is registered as a broker with the Securities and Exchange Commission and is a member of the
National Association of Securities Dealers, Inc. Its customers are located throughout the United States. The
Company is a wholly owned subsidiary of Duff & Phelps, LLC (the “parent company” or “member”).

The Company operates under the provisions of Paragraph (k)(2)(i1) of Rule 15¢3-3 of the Securities and
Exchange Commission and, accordingly, is exempt from the remaining provisions of that Rule. Essentially,
the requirements of Paragraph (k)(2)(i1) provide that the Company clear all transactions on behalf of
customers on a fully disclosed basis with a clearing broker-dealer, and promptly transmit all customer
funds and securities to the clearing broker-dealer. The clearing broker-dealer carries all of the accounts of
the customers and maintains and preserves all related books and records as are customarily kept by a
clearing broker-dealer.

Since inception, the Company has only performed private placement of debt and equity securities. In 2002,
it did not engage in those or any other business activities.

Significant Accounting Policies
(a) Basis of Financial Statement Presentation

The accounting and reporting policies of the Company conform to accounting principles generally
accepted in the United States of America and general practices in the broker-dealer industry. The
Company uses the accrual basis of accounting wherein revenues are recognized when eamed and
expenses are recognized when an obligation is incurred.

(b) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

(c) Personal Assets and Liabilities

The financial statements of the Company do not include the assets and liabilities of the member
including its obligation for income taxes on its distributive shares of the net income of the Company
or its rights to tax refunds on its share of the Company’s net loss, nor any provision for income tax
expenses or benefits.

(d) Cash

The Company maintains cash balances at a bank. Accounts at this institution are insured by the
Federal Deposit Insurance Corporation up to $100,000.

6 (Continued)
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DUFF & PHELPS SECURITIES, LLC
Notes to Financial Statements

December 31, 2002

(¢)  Furniture, Fixtures, and Equipment

The Company is allocated expenses that cover use of office space, furniture, and equipment, and
therefore these items are carried on the books of the parent company.

® Income Taxes

The Company’s policy is to comply with the requirements of the Internal Revenue Code that are
applicable to limited liability companies, which allows for complete pass-through of taxable income
to its member. Therefore, no federal or state income tax provision is required in the Company’s
financial statements.

Allocation of Expenses from Parent

The parent company is the sole member of the Company. Effective July 1, 1996, the Company entered into
an agreement to pay the parent company its allocable share of expenses and costs incurred by the parent
company, on a fair basis in the proportion that the revenue recorded by the Company bears to the
consolidated revenue of both entities, up to the amount of revenue recorded by the Company. There were
no expenses allocated by the parent company to the Company during the year ended December 31, 2002.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission (SEC) uniform net capital rule
(Rule 15¢3-1), which requires the maintenance of a minimum amount of net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1. At December 31, 2002, the Company had net capital of $25,000 and a net capital
requirement of $5,000. At December 31, 2002, the Company had no aggregate indebtedness.

Contingencies

Management of the Company believes there is no pending or threatened litigation that will result in any
material adverse effect on the Company’s financial condition as of December 31, 2002.



Schedule 1
DUFF & PHELPS, SECURITIES, LL.C
Computation of Net Capital Under Rule 15¢3-1
December 31, 2002
Aggregate indebtedness $ —
Net capital:

Member's equity $ 25,000
Deductions, haircuts on securities owned —_
25,000
Minimum required net capital 5,000
Capital in excess of minimum requirement § 20,000

Ratio of aggregate indebtedness to net capital N/A

There is not a material difference between the Company’s Computations of Aggregate Indebtedness
and Net Capital as reported by the Company in Part IIA on From X-17A-5 as of December 31, 2002.



Schedule 2
DUFF & PHELPS SECURITIES, LLC

Computation for Determination of Reserve Requirements
under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2002

The Company is exempt from the provisions of Rule 15¢3-3 as of December 31, 2002
under the Securities and Exchange Act of 1934, in that the Company’s activities are limited to
those set forth in the condition for exemption appearing in paragraph (k)(2)(it) of the Rule.



DUFF & PHELPS SECURITIES, LLC

Information Relating to Possession or Control Requirements
under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2002

The Company is exempt from the possession or control requirements under Rule 15¢3-3
of the Securities and Exchange Commission.
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